Abstract. This article focuses on one of the new multilateral development banks (MDBs) dominated by emerging economies -Asian Infrastructure Investment Bank (AIIB). The creation of this institution was stimulated, inter alia, by the growing demand for infrastructure financing. However, in most cases MDBs cannot finance large infrastructure projects without pooling their resources. To better understand the AIIB prospects in addressing infrastructure investment gap, this article analyzes the existing formats of its cooperation with other MDBs and co-financing mechanisms they use, and outlines possible directions for further cooperation.
tives of the private sector and civil society. The substantial area of this cooperation is MDBs' engagement with each other and with national development banks, allowing both sides to develop and use common standards and principles for enhancing effectiveness, consolidate their expertise, share risks and, most importantly, pool efforts to significantly increase the amount of financial resources available for joint projects [Armendariz de Aghion 1999] . Most challenging global issues derive from the undersupply of global public goods [Bhargava 2006] , and MDBs' joint efforts are considered as one of the most effective tools to address them [Center for Global Development 2016] .
However, the existing system of multilateral banks cannot fully address the persistent lack of investment in infrastructure, especially in developing countries. Besides, there is a wide imbalance between emerging economies' positions as locomotives of global growth and their representation in traditional MDBs. These causes have led to the establishment of two new MDBs -the New Development Bank (NDB) and Asian Infrastructure Investment Bank (AIIB) [Larionova & Shelepov 2016] . This article focuses on the AIIB as the new bank that has proved its ability to productively cooperate with other multilateral institutions.
AIIB realizes the importance of engagement with other financial institutions of similar specialization, given, on the one hand, their potential for co-financing large infrastructure projects and, on the other hand, the need for accumulating experience in selecting projects and carrying out operations in accordance with best social and environmental principles and practices, while its own expertise is still insufficient.
Understanding the AIIB prospects is impossible without studying its current and potential cooperation with "traditional" banks. To achieve this aim, this article analyzes the existing formats of AIIB cooperation with other MDBs and co-financing mechanisms they use, and outlines possible directions for further cooperation. The article also looks into the AIIB engagement with national development banks as another area for potential pooling of resources for infrastructure financing.
AIIB ENGAGEMENT WITH OTHER MDBS: POOLING RESOURCES FOR LARGE INFRASTRUCTURE PROJECTS
Understanding the need for enhanced cooperation with other MDBs has stimulated the AIIB to sign seven relevant documents with six multilateral banks, defining parameters and areas of engagement.
The Co-Financing Framework Agreement with the World Bank has become a first step in building AIIB practical relationships with MDBs. The agreement determined the main co-financing parameters for joint projects of the two institutions. The AIIB expected to approve funding for projects worth about US$ 1.2 billion in 2016, with a large portion to be co-financed by the World Bank. The importance and pragmatism of this engagement is underscored by the banks' shared goals. The World Bank Group (WBG) makes substantial contribution to narrow the global infrastructure investment gap Bank with the support from the G20 as an important element to complement its work on attracting private investment in infrastructure 3 . Following the adoption of this agreement, the AIIB and the World Bank have started to discuss about a dozen of joint projects in such sectors as transport, water and energy supply to be implemented in Central, South and East Asian countries. Apart from co-financing, the agreement provides for preparation, monitoring and support activities to be carried out in accordance with the World Bank standards and procedures in areas related to procurement, environmental protection and provision of social guarantees 4 . As a result, in 2016-2017 joint financing by the AIIB and International Bank for Reconstruction and Development (IBRD) was approved for seven projects. Besides, three AIIB projects are co-financed by the International Finance Corporation (IFC). Another project -rehabilitating the hydropower plant and improving the safety of the dam in Tajikistan -involves as co-investor the International Development Association (IDA, which is also a part of the WBG.
To further strengthen their engagement, in April 2017 the AIIB and the World Bank signed a comprehensive memorandum of understanding. The document relates not only to joint financing, but also to personnel exchanges and mutual training, conducting analytical studies and other areas of cooperation 5 . In May 2016, the AIIB president Jin Liqun and his counterpart from the Asian Development Bank (ADB) Takeshiko Nakao signed a Memorandum of Understanding between the two institutions. They announced the first co-financed project -the construction of a 64-kilometer section of the M4 motorway in Pakistan, connecting two major cities in the Punjab province. The document stated that the two institutions were going to "strengthen cooperation, including co-financing, at the strategic and technical levels on the basis of complementarity and value added" 6 . Priority cooperation spheres included energy, water resources, telecommunications, transportation, rural and agricultural development, urban sector and environmental protection. The AIIB and ADB representatives also reached an agreement to hold regular high-level consultations and jointly collect data to facilitate the implementation of the agreement 7 . The total number of projects co-financed in the framework of ADB and AIIB engagement has reached five.
3 G20 Leaders' Communiqué. G20 Leaders (2014) . URL: http://www.ranepa.ru/images/media/ g20/2014brisbane/G20%20Leaders'%20Communiqué%20Brisbane%20Summit,%2015-16%20 November%202014.pdf (accessed: 30.10.2017 In May 2016, Jin Liqun and EBRD President Suma Chakrabarti signed a memorandum of understanding between their banks. Even before this document was signed, the EBRD shared with AIIB its experience of infrastructure and energy projects implementation. Given the AIIB regional focus, the banks decided to cooperate on infrastructure development in Asia. This cooperation will be promoted through a regular dialogue between the banks' officials, exchange of information on implemented policies and strategies, and activities in other areas of mutual interest. The AIIB president announced first joint projects with the EBRD. In particular, he promised to consider financing the construction of a highway connecting Dushanbe (Tajikistan) with the border of Uzbekistan, which could later become a part of the East-West transport corridor in Central Asia . Currently, the AIIB and EBRD also participate in a major project of a gas pipeline construction in Azerbaijan and consider possibilities for co-financing other infrastructure projects in Central Asia. Another important element of their engagement relates to using EBRD's environmental and social safeguards and its procurement standards to co-finance joint projects on a cost-sharing basis 11 . Both banks benefit from the synergetic effect increasing the volume of infrastructure financing available for large projects. Their engagement also strengthens the AIIB international image.
In end-May 2016, the AIIB laid the ground for cooperation with the European Investment Bank (EIB). Similarly, to other AIIB partners, the EIB aims to promote sustainable economic growth investing substantial shares of its resources in infrastructure projects. However, it does not focus exclusively on developing countries, actively contributing, inter alia, to infrastructure development in the European states. The memorandum of understanding signed between the AIIB and the EIB defined the main areas of cooperation, namely, providing access to clean water and sustainable transportation, and intensifying fight against climate change 12 . Similarly to other institutions considered, the AIIB-EIB engagement had begun even before the formal cooperation document was signed, primarily in the form of sharing experience in technical and financial matters. It should also be noted that the EIB is one of the largest lenders in the area of climate finance actively issuing green bonds 13 . Thus, its experience in this field can be relevant for the AIIB given the new bank's commitment to this financial instrument. Practical results of AIIB-EIB engagement include their participation, together with the World Bank and EBRD, in the abovementioned gas pipeline project in Azerbaijan.
The Eurasian Development Bank (EaDB) has become the AIIB's fifth partner among multilateral development banks. The EaDB will provide parallel co-financing for the Nurek hydropower plant rehabilitation project in Tajikistan jointly financed by the AIIB and the International Development Association 14 . Finally, the AIIB has signed memoranda on joint cooperation and co-financing with the Inter-American Development Bank (IDB) and NDB. These two documents remain the only two that have not resulted in any co-financed joint projects 15 . Thus, in a relatively short period, the AIIB has managed to establish cooperation with the World Bank, three large regional multilateral banks and another new institution -the NDB. Compared to the NDB, whose cooperation with other MDBs is so far declarative [Shelepov 2017 ], the AIIB makes a focus on practical aspects of engagement. In line with cooperation memoranda signed, other multilateral banks co-finance 16 out of 21 projects approved by the AIIB to date. Data on the projects approved by the AIIB and other MDBs' contribution are presented in Table 1 . Source: elaborated by the author based on the AIIB project summaries.
Apart from the already approved AIIB projects, nine more are currently under consideration. They provide for investments in energy, transport, telecommunications, water supply and urban infrastructure. Five potential projects are located in India, onein Georgia, Sri Lanka, Oman and China. Most of them are expected to involve cofinancing from other MDBs 16 . Thus, in a relatively short period, the AIIB has finished the process of formation and approved a large-scale investment portfolio, which currently stands at US$ 3,496 million. Importantly, the AIIB has established cooperation with other multilateral institutions. It has signed a co-financing framework agreement and a memorandum on strategic cooperation with the World Bank, memoranda with the EIB, ADB and EBRD
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. Striving to develop cooperation primarily with large institutions, aimed at borrowing their considerable experience and expertise, and taking advantage of implementing large-scale projects based on official co-financing, the new bank attracted US$ 3843.3 million of joint co-financing and US$ 1840 million of parallel co-financing from other MDBs, with a total of US$ 5683 million exceeding its own investments in these projects.
FUTURE COOPERATION PRIORITIES AND SCALE. UNDERUTILIZED POTENTIAL FOR COOPERATION WITH NATIONAL DEVELOPMENT BANKS

Cooperation with MDBs
The AIIB strategy of engagement with other financial institutions is explained, first of all, by the specific characteristics of this bank, including the number of member countries, geographical representation and their national priorities; its desire to improve image among potential investors; need for adapting best international practices; plans for implementing specific projects; positioning itself as a development bank of the "new type". This strategy obviously has its advantages, since it allowed to ensure other MDBs participation in 16 of 21 large infrastructure projects approved by the AIIB on the basis of co-financing.
There is a scope for a potential increase of the examined bank effectiveness through improving engagement with other multilateral financial institutions. As mentioned above, the AIIB considers funding for about a dozen of new infrastructural projects. Almost all of them provide for co-financing from other multilateral banks, which have already formalized partnership with the AIIB, including the World Bank, ADB and EBRD. Despite the lack of information on exact financing volumes of the potential joint projects, one can assume, based on their overall scale, that in the near future the total value of AIIB projects co-financed by other MDBs will at least double. The AIIB will likely continue co-financing on an equal footing with these banks in terms of the volume of investments, while actively relying on their standards and practices at the preparatory stage and in monitoring implementation. Still, for at least one of the projects under considera-МЕЖДУНАРОДНЫЕ ЭКОНОМИЧЕСКИЕ ОТНОШЕНИЯ tion -construction of the Mumbai subway line 4 -co-investors are expected to be determined by the AIIB itself 18 . Thus, it is possible to predict that the AIIB will start participating in the official co-financing with other multilateral banks as the main cofinancing institution. As a next step, it can be expected to launch commercial co-financing instruments to attract private financial institutions as co-investors. The strategy will help mobilize finance and will allow the bank to accumulate experience in using its own environmental and social safeguards.
Cooperation with the NDB
An important source for increasing the AIIB effectiveness is strengthening its cooperation with another new multilateral bank -the NDB. As noted above, the two banks expressed intention for this engagement has not yet resulted in any concrete projects. Despite the similarity of tasks and problems that the two banks face, at least at the current stage of their development, their competition is unlikely [Humphrey 2015 ]. On the contrary, similar specialization and overlapping priorities create opportunities for cooperation between them, primarily through official co-financing of large-scale infrastructure projects in countries that are members of both institutions, namely, the BRICS. The need for this kind of cooperation has been repeatedly highlighted by toplevel officials. For instance, BRICS leaders in their Ufa Declaration welcomed "the proposal for the NDB to cooperate closely with existing and new financing mechanisms including the Asian Infrastructure Investment Bank" 19 . In September 2016, NDB Vice President Xian Zhu declared that his bank was holding talks with the AIIB regarding joint projects. He noted that "good relations" had been established between the banks and they had "already started discussion of possible forms of cooperation" 20 . The Memorandum of Understanding between the two banks, concluded on 1 April 2017, provides for a wide range of possible forms of cooperation, including the exchange of information, preparation and publication of joint research, holding seminars and conferences, personnel exchanges and co-financing 21 . However, despite the obvious advantages of cooperation between these new development banks, its potential is currently unharnessed. To strengthen engagement in the most practical area -co-financing -the AIIB and NDB should agree on its parameters. In this regard, they could sign a document similar to the co-financing framework agreement between the AIIB and World Bank.
Potential scope of co financing
Co-financing AIIB projects by other multilateral banks will create opportunities for implementing large-scale projects. Given that approximately three quarters of the already approved AIIB projects are co-financed by other MDBs and assuming cofinancing by the AIIB and its partners in equal proportions, in five years the total contribution of the new bank and its traditional counterparts in the framework of joint projects is forecasted to reach from US$ 130 billion to US$ 165 billion, for basic and optimistic scenarios of the AIIB operations growth respectively (Fig. 1) . The proportion between MDBs' capital and their loan portfolio is described by the equity-to-loans (E/L) ratio. The forecast presented in Fig. 1 is based on the E/L ratio of 37.5% typical of major traditional MDBs, and uses return-on-equity (ROE) ratio of 3.5% to assess the speed of accumulating additional resources. The basic projection takes into account the established procedure for paying subscriptions to capital by the AIIB member countries, the bank's potential for issuing bonds (which strengthened considerably after the AIIB received highest ratings from major international agencies), as well as its plans to attract new members. The optimistic forecast suggests more active use of financial markets to raise funding, resulting in an E/L ratio of 35% versus 37.5% in the basic forecast. In addition, the optimistic forecast implies a two-fold increase in paid-up capital compared to the basic one (US$ 50 and US$ 25 billion, respectively). For more details on forecasting MDBs' loan portfolios see [Shelepov 2016 ]. 
Cooperation with national banks
Analysis of the AIIB engagement with other multilateral development banks demonstrates that the new institution has successfully strived to develop this type of cooperation, created a formal basis for it and got involved in implementing large-scale joint projects.
National development banks can also be instrumental in addressing infrastructure investment needs given their role in economic and social development, primarily in poorer countries [Bruck 1998 ]. However, reliance on national budgets as the main source Having large financial resources, that are often comparable with or even exceed capitals of MDBs, they face significant barriers for external operations, such as inability to affect delayed payments, doubts about the quality of their environmental and social safeguards in local communities, and lack of the official status abroad. As a result, most of them carry out international operations on a much smaller scale than domestic ones. In the foreseeable future, this situation cannot change without strengthening partnerships between national and multilateral development banks. Given the role of emerging economies in the AIIB (China, India and Russia are three largest shareholders of the bank), cooperation between the new bank and national institutions from this group of countries can be beneficial for both sides. Besides, the AIIB priorities overlap with those of the Chinese Belt and Road Initiative that covers most regional members of the bank [Snell 2015] . Its projects in transport and energy are sometimes regarded as part of the BRI, so cooperation with the Silk Road Fund and China Development Bank gets an additional impetus. Despite this, the AIIB has not yet provided even a formal basis for cooperation with national development banks. Given the expedience of such engagement, the AIIB is well positioned to make more efforts to strengthen ties with national institutions in the near future. *** Since its establishment, the AIIB has actively used various mechanisms of cooperation with other multilateral banks, both global and regional, relying on the principle of using institutional strengths and comparative advantages for realizing mutual benefits.
The study shows that in a relatively short period the AIIB has managed to establish strong ties with the World Bank, major regional multilateral banks, and another new multilateral development institution -the NDB. In all cases, except cooperation with the NDB, the banks have transformed intentions stated in the memoranda into practical partnership. As a result, multilateral banks plan to cooperate on most of the projects approved by the AIIB to date.
The AIIB seeks for cooperation primarily with large institutions in order to use their solid experience and opportunities for implementing large-scale projects based on official co-financing. This strategy allowed to ensure other banks participation in three quarters of its projects. Mechanisms of official co-financing have allowed to attract about US$ 3.8 billion of joint co-financing and US$ 1.8 billion of parallel co-financing, while the AIIB contribution to these projects amounted to US$ 3.5 billion.
The AIIB can further increase the scale of its activities through continued cooperation with other development banks. Currently, the bank considers financing of nine potential projects and almost all of them provide for co-financing from other MDBs that have positioned themselves as reliable AIIB partners -the World Bank, ADB and EBRD. Despite the lack of information on distribution of co-financing for joint projects, given their overall scale, the overall volume of joint financing of the AIIB and other MDBs is expected to double in the near future. The AIIB will likely co-finance on an equal footing with these banks in terms of investment contribution, while actively relying on their standards and practices during preparatory phases and in monitoring the implementation of projects. The scale of AIIB operations and their compliance with interests and priorities of borrowing countries could be achieved through AIIB participation in official co-financing with other MDBs as the main co-financing institution. Such an approach would allow the new bank to accumulate experience of using its own standards and principles in the field of environmental protection and social issues. In five years, the total contribution of the AIIB and traditional MDBs will reach US$ 130 billion to US$ 165 billion, according to the forecast presented in the article.
Additional source of increasing the AIIB effectiveness is strengthening its cooperation with the New Development Bank. Relevance of such cooperation has been repeatedly articulated at the highest level, but the two banks have not yet launched any projects. However, in future similarity of challenges, specialization and overlapping priorities will stimulate cooperation, such as official co-financing on large-scale infrastructure projects, most likely in the BRICS countries that are members of both institutions.
Finally, the potential of AIIB interaction with national development is currently underutilized. In future, cooperation in this area can become another source for increasing the AIIB's contribution to narrowing the regional infrastructure financing gap.
